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Russia’s  Internal  Economic  Problems 

BY  VERA  MICHELES  DEAN 


WHILE  the  policies  and  actions  of  the  Soviet 
government  in  the  realm  of  foreign  affairs  have 
held  the  center  of  the  world  stage  since  V-E  Day, 
the  attention  of  the  Russian  people  has  been 
focused  on  the  manifold  and  complex  problems  of 
economic  recovery  from  the  ravages  of  war.  The 
Law  on  the  Fourth  Five-Year  Plan,  adopted  on 
March  i8,  1946,’  has  two  main  objectives:  res¬ 
toration  of  agriculture,  industry,  transport  and 
housing  damaged  or  destroyed  by  the  Germans  in 
occupied  areas;  and  the  development  of  the  coun¬ 
try’s  economy  beyond  the  point  it  had  reached  on 
the  eve  of  the  German  invasion  in  June  1941.  This 
arduous  task  has  been  fraught  with  many  difficul¬ 
ties,  among  them  shortage  of  skilled  manpower; 
lack  of  urgently  needed  raw  materials,  tools  and 
machinery;  a  severe  drought  in  the  summer  of  1946 
which  has  been  compared  by  Moscow  to  the 
droughts  of  1891  and  1921,  both  grim  dates  in 
Russia’s  history;  and,  above  all,  the  profound  fa¬ 
tigue  of  a  population  which  had  already  endured 
a  quarter  of  a  century  of  grueling  labor  and  sacri¬ 
fice,  only  to  suffer  the  hardships  and  setbacks  of 
a  devastating  four-year  war. 

Russia,  too,  like  most  countries  of  the  world, 
has  been  experiencing  a  post-war  economic  crisis. 
In  contrast  to  the  United  States,  its  main  problems 
are  not  those  of  production  in  excess  of  domestic 
demand,  with  the  potential  danger  of  a  slump  and 
resulting  widespread  unemployment.  Its  problems 
are  due  to  underproduction,  with  the  potential 
danger  that  persistent  disparity  between  the  grow¬ 
ing  needs  of  the  population  and  the  quantity  of 
available  goods  may  lead  to  demoralization,  result¬ 
ing  by  a  vicious  circle  in  still  lower  productivity. 

In  the  opinion  of  some  American  observers,  Rus¬ 
sia’s  internal  economic  problems  are  due  in  large 
part  to  concentration  on  military  preparedness 
which,  they  contend,  has  led  the  Soviet  govern¬ 
ment,  during  a  quarter  of  a  century,  to  divert  the 

I.  For  complete  text  in  F-nfflish,  see  “Special  Supplement  on 
the  Fourth  Five-Year  Plan,”  Information  Bulletin  (Washington, 
Embassy  of  the  Union  of  Soviet  Socialist  Republics),  June  1946. 
For  a  brief  summary,  see  “The  Fourth  Five-Year  Plan,”  by 
Vera  Micheles  Dean  anti  Ona  K.  D.  Ringwood,  Foreign  Policy 
Reports,  February  i,  1947.  A  useful  analysis  is  made  by  Abram 
Bergson,  “The  Fourth  Five  Year  Plan,”  Political  Science  Quar¬ 
terly,  June  1947,  p.  195. 


country’s  resources  of  manpower  and  materials  to 
the  development  of  heavy  industry,  and  to  neglect 
the  production  of  consumer  goods.  As  a  result,  in 
spite  of  the  undoubted  advances  made  by  Russia 
in  the  direction  of  modern  industrialization,  the 
vast  majority  of  the  Russian  people  are  forced  to 
content  themselves  with  a  standard  of  living  which 
is  low  even  when  compared  to  that  of  some  of 
Russia’s  neighbors  in  Eastern  Europe.  It  is  true 
that,  under  the  three  Five-Year  plans  which  pre¬ 
ceded  World  War  II,  the  Soviet  iiovernment,  re¬ 
garding  the  prospect  of  war  first  Wi  li  the  “capital¬ 
ist”  world,  then  particularly  with  v'termany  and 
Japan,  as  inevitable,  planned  the  development  of 
the  nation’s  economy  with  a  view  to  miking 
Russia  as  independent  as  possible  of  foreign  sources 
of  goods,  and  to  provide  its  armed  forces  with 
adequate  supplies  of  food  and  modern  weapons. 
American  observers  believe  that  this  atmosphere 
of  feverish  war  preparedness  which  has  character¬ 
ized  Russia’s  economic  life  since  1917  is  now  being 
created  anew,  with  the  United  States  and  Britain 
represented  as  the  potential  enemies  of  the  U.S.S.R., 
and  that  the  Soviet  government  is  using  the  threat 
of  another  war,  made  more  frightening  by  the 
possible  use  of  the  atomic  bomb,  as  an  incentive 
to  bring  about  increased  output. 

While  it  is  extraordinarily  difficult  to  decide  with 
dogmatic  assurance  whether  Russia  is  preparing 
for  a  war  of  aggression,  or  is  merely  endeavoring 
to  assure  its  own  security  against  genuinely  dread¬ 
ed  attack,"  it  is  clear  that  the  Soviet  government 
does  intend  to  keep  the  country  militarily  ready  for 
any  eventuality  by  maintaining  under  arms  forces 
now  estimated  at  five  million  men.  Yet  the  ques¬ 
tion  can  be  fairly  asked  whether  preparation  for 
war  or  defense,  as  the  case  may  be,  is  alone  respon¬ 
sible  for  the  determination  of  the  Soviet  leaders 
to  create  first  a  base  for  heavy  industry,  at  the  ex¬ 
pense  of  the  population’s  need  for  consumer  goods, 
and,  only  when  this  goal  has  been  achieved,  pro¬ 
ceed  to  the  development  of  light  industries.  Ac¬ 
tually  the  choice  between  devoting  national  re- 

2.  John  Fischer,  Why  They  Behave  Lil(e  Russians  (New  York, 
Harper,  1947),  p.  219.  See  also  editorial  in  L’Osseravatore  Ro¬ 
mano,  organ  of  the  Vatican,  June  17,  1947. 
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sources  primarily  to  the  output  of  capital  goods  or 
consumer  goods  might  face  other  countries  emerg¬ 
ing  from  the  stage  of  backward  agriculture  and  at¬ 
tempting  to  develop  modern  industry  with  little  or 
no  financial  aid  from  abroad.  It  is  true  that,  had 
Russia  accepted  foreign  loans  after  1917,  it  might 
have  succeeded  in  developing  a  more  balanced 
economy  with  far  less  strain  and  sacrifice  on  the 
part  of  the  population.  The  Soviet  leaders,  however, 
rightly  or  wrongly,  feared  that  foreign  loans  would 
involve  political  intervention  by  the  lending  coun¬ 
tries  in  the  internal  affairs  of  the  U.S.S.R.  They 
preferred  to  purchase  such  tools,  machinery  and 
technical  skill  as  they  needed  abroad  for  '■.ish  or 
on  credit  rather  than  accept  foreign  loans  or — 
except  for  a  brief  period  under  the  New  Economic 
Policy  (NEP) — grant  concessions  on  the  country’s 
natural  resources  to  foreign  investors.  This  form 
of  economic  nationalism  is  not  peculiar  to  Russia, 
and  has  already  been  the  subject  of  considerable 
discussion  in  countries  which  today  face  some  of 
the  decisions  faced  by  Russia  in  1917 — notably 
China  and  India. 

FIVE-YEAR  PLAN  DIFFICULTIES 
Some  of  Russia’s  post-war  economic  problems  are 
frankly  recognized  in  the  report  issued  on  January 
21,  1947  by  the  State  Planning  Commission  (Gos- 
plun)  of  the  U.S.S.R.  “Concerning  the  Results  of 
Fulfillment  of  the  State  Plan  for  Reconstruction 
and  Development  of  National  Economy  in  1946.”^ 
The  report  declares  that  in  the  first  year  of  the 
fourth  Five-Year  plan  the  country’s  industry  “bas¬ 
ically  completed  the  post-war  reconstruction  of 
industrial  production,’’  pointing  out  that  the  gross 
output  of  the  entire  industry  for  civilian  produc¬ 
tion  in  1946  increased  by  20  per  cent  as  compared 
with  1945.  This  increase  may  at  first  glance  be 
considered  an  important  gain,  but  if  it  is  borne 
in  mind  that  1945  was  the  closing  year  of  the  war, 
when  production  had  not  yet  been  shifted  to  a 
peacetime  basis,  the  increase  must  be  regarded  as 
disheartening.  Even  less  encouraging  was  the  year’s 
record  with  respect  to  agriculture,  the  output  of 
certain  basic  raw  materials,  and  serious  bottlenecks 
in  housing,  transportation,  and  labor  productivity. 
In  the  devastated  areas  it  is  officially  estimated 
that  industrial  output  “did  not  even  reach  half  the 
pre-war  production.”'* 

3.  “Soobchenye  Gosplana  SSR  ob  Itogakh  VypKjIncniya  Gosu- 
darstvennogo  Plana  Vosstanovleniya  i  Razvitiya  Narodnogo 
Khoz5aistva  v  1946  Godu."  Izvestia,  January  21,  1947.  For 
rc|x)rt  of  the  Caspian  on  results  for  the  first  quarter  of  1947, 
see  ihid.,  April  15,  1947. 

4-  The  Economist  (London)  places  the  figure  at  “probably 
well  below  the  50  per  cent.”  March  15,  1947,  p.  380.  The 
Caspian  reports  a  20  per  cent  increase  for  the  first  quarter  of 
•  947  as  compared  with  the  first  quarter  of  1946. 


REVIVAL  OF  COLLECTIVE  FARMING 

In  agriculture,  which  in  spite  of  the  growth  of 
industry  since  1917  remains  the  principal  occupa¬ 
tion  of  the  Russian  people,  the  Soviet  government 
has  been  aiming  at  three  main  targets:  restoration 
of  collective  {l{oll{hoz)  and  state  farms  in  occu¬ 
pied  areas  which  in  many  cases  had  been  broken 
up  by  the  Germans;’  expansion  of  agricultural  pro¬ 
duction;  and  increase  in  the  output  of  tractors  and 
other  farm  machinery  on  which  the  collective 
farms  had  become  peculiarly  dependent  since  com¬ 
pletion  of  collectivization  in  1933.  The  Nazis,  who 
planned  to  draw  on  the  agricultural  output  of  the 
Ukraine  to  supply  food  and  raw  materials  for  their 
projected  German  industrial  empire,  had  indicated 
that  under  their  rule  collectivization  would  be  re¬ 
placed  by  return  to  individual  land  ownership. 
It  will  be  recalled  that  peasant  opposition  to  col¬ 
lectivization  during  the  early  1930’s,  especially  in 
the  Ukraine,  where  individual  land  ownership  was 
more  widespread  than  in  other  parts  of  Russia, 
had  brought  about  a  bitter  internal  struggle  term¬ 
inated  only  by  forcible  deportation  of  recalcitrant 
peasants  and  famine  conditions  due  in  part  at  least 
to  passive  resistance.  Post-war  reports  from  some  of 
the  occupied  areas,  chiefly  the  Ukraine,  whose 
people  are  historically  known  for  their  strong  na¬ 
tionalism  and  spirit  of  independence,  imply  that 
peasants  have  in  some  instances  proved  reluctant  to 
resume  collective  farming.  To  cope  with  this  situa¬ 
tion,  Lazar  Kaganovich,  long  known  as  the  gov¬ 
ernment’s  “trouble-shooter,”  was  appointed  in  1947 
Secretary  of  the  Communist  party  in  the  Ukraine, 
replacing  the  former  secretary,  Khruschev  who, 
however,  remained  Ukrainian  prime  minister.  It 
has  also  been  officially  stated  by  A.  A.  Andreev, 
member  of  the  Polit bureau  who  in  October  1946 
became  chairman  of  the  newly  established  Soviet 
for  Kolkhoz  Affairs,  that  collective  farms  and  col¬ 
lective  farm  property  had  been  “misappropriated.” 
From  available  information  it  would  appear  that 
out  of  the  12,000,000  acres  of  collective  farm  land 
“misappropriated,”  10,000,000  had  been  taken  over 
during  the  war,  with  government  permission,  by 
factories,  offices  and  organizations  for  the  benefit  of 
their  employees  and  workers,  and  that  these  fac¬ 
tories  and  offices  have  been  reluctant  to  return  the 
land  to  the  government.  According  to  the  London 
Economist,  less  than  1,500,000  acres — or  0.5  per  cent 
of  the  sown  acreage — were  “misappropriated”  by 
the  peasants  themselves.^ 

Resumption  of  collective  farming,  however,  has 
been  hampered  by  the  shortage  of  tractors  and 

5.  Prat'da,  April  ii,  1947. 

6.  The  Economist,  cited. 
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other  farm  implements,  destroyed  or  removed  by 
the  Germans.  So  critical  is  this  shortage,  in  a 
country  which  depends  on  domestic  production 
for  food  and  technical  crops  like  cotton  and  flax, 
that  manufacture  of  tractors  and  farm  imple¬ 
ments  is  regarded  as  one  of  the  most  urgent  tasks 
on  the  Soviet  list.  Some  airplane  factories  have 
been  reconverted  to  tractor  manufacture,  and  new 
models  of  tractors  are  being  put  into  production, 
notably  a  caterpillar  tractor  known  as  Kirovetz. 
Production  of  tractors,  however,  was  22  per  cent 
below  the  plan  in  1946,  and  there  is  a  serious  short¬ 
age  of  tractors  and  parts.  Great  stress  has  also  been 
laid  on  proper  organization  of  machine  and  tractor 
stations — central  distributing  points  which  service 
collective  farms  in  a  given  area;  on  prompt  and 
efficient  repair  of  machinery;  and  on  adequate  sup¬ 
plies  of  spare  parts."  The  ultimate  objective  of 
these  attempts  to  restore  agriculture  is  to  assure 
high  and,  what  is  regarded  as  more  important, 
steady  production,  through  scientific  rotation  of 
crops  and  the  application  of  improved  agricultural 
methods.® 

In  spite  of  all  governmental  warnings  and  ad¬ 
monitions,  the  disorganization  of  agriculture  pro¬ 
duced  by  war  and  German  depredations,  the  short¬ 
age  of  skilled  agricultural  labor,  and  the  lack  of 
mechanized  farm  equipment,  created  cumulatively 
unfavorable  conditions,  further  aggravated  by  the 
drought  of  1946  which  particularly  afTected  the 
normally  rich  grain-growing  regions  of  Moldavia, 
the  Ukraine  and  the  right  bank  of  the  Lower 
Volga.  As  a  result,  Russia  during  the  past  year  ex¬ 
perienced  a  severe  shortage,  in  some  areas  ap¬ 
proaching  near  famine,  of  two  of  its  basic  food 
crops,  wheat  and  rye  —  making  it  impossible  to 
abandon  rationing  of  bread  in  1946,  as  anticipated 
in  the  fourth  Five-Year  plan.  While  official  Russian 
figures  are  not  available,  it  has  been  estimated  that 
in  1946  Russia  produced  only  half  the  grain  and 
vegetable  oil  seeds  and  only  about  one-tbird  the 
sugar  beets  produced  in  1940,  with  a  population  to 
feed  probably  larger  in  relation  to  cultivated  ter¬ 
ritory  than  that  of  1940.  Early  crop  reports  for  1947, 
however,  are  said  to  be  encouraging,  and  in  June 
William  L.  Clayton,  American  Under-Secretary  of 
State  for  Economic  Affairs,  declared  that  Russia 
might  be  in  a  position  to  export  some  food  this 
year,  particularly  to  its  neighbors  in  Eastern  Eu¬ 
rope.  In  spite  of  the  dire  need  for  manpower  at 

7.  See  “Vazhneishaya  Gosudarsvtennaya  Zadacha”  (Most  Im¬ 
portant  State  Task),  an  editorial  in  Izvestia,  January  17,  1947, 
urging  greatest  possible  production  and  utilization  of  tractors 
and  other  agricultural  machinery. 

8.  Sec,  for  example,  “Bolshc  Zcrna,  Bolshc  Prodovolstviya!” 
(More  Grain,  More  Food!),  an  editorial  in  Izvestia,  March  23, 
*947- 


Russia’s  internal  economic  problems 

home  the  Soviet  government  has  been  reluctant  to 
withdraw  its  armed  forces,  estimated  at  approxi¬ 
mately  a  million,  from  occupied  countries  where 
they  have  been  living  “off  the  land,”  to  that  extent 
helping  to  relieve  the  food  situation  in  the  U.S.S.R. 

Emphasizing  some  of  Russia’s  agricultural  prob¬ 
lems,  the  Central  Committee  of  the  Communist 
party,  in  a  directive  “On  Measures  to  Expand 
Agrarian  Economy  in  the  Postwar  Period”  issued 
on  February  28,  1947,  ordered  immediate  steps  to 
restore  and  expand  agriculture.^  The  main  objec¬ 
tives  of  this  directive  are  to  create  “abundance  of 
food”  for  the  population;  the  production  of  tech¬ 
nical  crops,  such  as  cotton,  flax,  rubber  and  soya 
beans  for  Soviet  light  industry;  and  accumulation  of 
stocks  of  food  and  raw  materials.  The  area  of  grain 
crops,  wheat  and  rye,  is  to  be  increased  by  15,750,- 
000  acres  in  1947  over  1946,  and  by  an  additional 
15,250,000  acres  in  1948  over  1947.  This  increase 
is  expected  to  assure  a  gross  grain  harvest  of  127,- 
000,000  tons  in  1950,  at  the  end  of  the  current  Five- 
Year  plan,  as  compared  with  an  estimated  42,000,- 
000  tons  in  1940.  It  should  be  noted,  however,  that 
meanwhile  the  [)opulation  of  the  U.S.S.R.,  through 
natural  growth  and  inclusion  of  new  territories, 
has  risen  from  about  170,000,000  in  1940  to  about 
200,000,000  in  1947.' 

The  February  28  [)rogram  called  for  improvement 
in  supervision  of  agriculture  by  government  and 
Communist  party  organizations;  liquidation  “to 
the  very  end”  of  violators  of  collective  farm  work 
that  “hinder  the  productivity  of  labor”;  a  decisive 
improvement  in  the  work  of  machine  and  tractor 
stations  to  bring  about  higher  efficiency;  the  or¬ 
ganization  of  wide  training  and  retraining  of  per¬ 
sonnel  for  agriculture;  and  equipment  of  agricul¬ 
ture  with  new  machinery,  trucks,  fertilizer  and 
fuel.  Pravda,  organ  of  the  Communist  party,  in  an 
editorial  of  March  31,  stressed  the  importance  of 
this  year’s  harvest  to  Russian  economy,  and  made 
it  clear  that  it  is  “the  most  important  sector  on  the 
economic  front,”  resorting  to  military  terminology 
to  spur  the  population  to  greater  exertion.  Not 
only,  said  the  editorial,  is  “the  battle  for  high  crops” 
the  most  important  factor  in  the  nation’s  economy, 
but  also  “each  heroic  deed  performed  on  that  front 
is  as  dear  and  important  as  martial  and  heroic 
deeds  were  dear  and  important  to  us  during  the 
war.”  The  editorial  declared  it  was  necessary  “that 
the  masses  realize  that  this  question  is  not  one  of  a 

9.  “Informatsionnoyc  Soobshchenye  o  Plenume  TSK  VKP  (b) 
o  Mcrach  Podyema  Selskogo  Khozyaistva  v  Poslevoycnny  Peri- 
fxl”  (Informational  Communication  of  Plenum  of  Central 
Committee  of  the  All-Russian  Communist  Party  [Bolsheviks] 
concerning  Measures  to  Expand  Agrarian  Economy  in  the  Post¬ 
war  Period).  Izvestia,  February  28,  1947.  This  communication 
occupied  the  entire  issue  of  the  newspaper  for  that  day. 
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Struggle  for  isolated,  although  significant  successes, 
j  but  a  battle  for  a  radical  improvement  of  the  whole 
!  agricultural  economy,  a  powerful  advance  in  our 
agriculture.”'® 

In  keeping  with  this  tone  of  military  campaign, 
the  title  of  Hero  of  Socialist  Labor  is  to  be  award¬ 
ed  to  leaders  of  field  teams,  chairmen  of  collective 
farms  and  other  officials  whose  farms  produce  un¬ 
usually  large  crops  per  acre  of  wheat  and  corn." 
This  award  will  also  be  given  for  increased  pro¬ 
duction  in  sugar  beets,  cotton  and  rye.  The  Order 
of  Lenin  is  to  be  awarded  for  specified  increases  in 
the  production  of  wheat  and  other  crops.  Indicative 

I  of  the  heightened  tempo  of  production  expected 
from  collective  farms  is  the  provision  in  the  Febru¬ 
ary  2S  program  that  a  collective  farm  with  i,ooo 
acres  of  arable  land  must  make  its  1947  deliveries  to 
the  state  on  the  basis,  not  of  the  area  actually  sown, 
as  in  the  past,  but  on  the  basis  of  its  entire  arable 
area,  even  if  only  800  acres,  for  example,  are  sown 
because  of  lack  of  tractors,  manpower  or  seed.  A 
determined  drive  is  also  to  be  made  to  increase 
r  livestock,  drastically  depleted  as  a  result  of  the  war. 
I  For  example,  in  the  Ukraine — again,  it  should  be 
I  noted,  one  of  the  most  productive  regions  of  the 
I  U.S.S.R. — it  is  estimated  that  on  collective  farms 
I  only  6.5  per  cent  of  the  horses,  6.2  per  cent  of  the 
!  cattle  and  1.8  per  cent  of  the  sheep  survived  the 
!  war.  By  1950,  the  fourth  Five-Year  plan  proposes 

I  to  increase  the  number  of  horses  by  46  per  cent, 
cattle  by  39  per  cent,  goats  and  sheep  by  75  per  cent, 
and  pigs  to  three  times  their  number  in  1946.  To 
^  coorclinate  and  streamline  agricultural  production, 
three  Ministries  concerned  with  agrarian  activities 
were  merged  in  1947  ^  single  Ministry  of  Agri¬ 

culture  headed  by  I.  A.  Benediktov. 

i  INDUSTRIAL  BOTTLENECKS 

The  fourth  Five-Year  plan,  like  its  predecessors, 
places  chief  emphasis  on  development  of  heavy 
industry.  It  is  in  this  field  that  the  major  gains 
were  registered  in  1946,  with  some  increases,  inade¬ 
quate  though  they  were,  in  the  output  of  various 

I  kinds  of  capital  equipment  and  machinery.  The 
Gosplan  report  complained  of  a  lag  in  the  output 
of  materials  essential  for  modern  industry,  especial¬ 
ly  coal,  iron,  steel,  copper  and  oil.  This  lag,  how¬ 
ever,  was  not  in  terms  of  the  plan,  which  in  most 
(  instances  was  either  fulfilled  or  even  exceeded,  but 
I  in  terms  of  the  needs  of  post-war  national  economy, 
I  apparently  not  fully  anticipated  by  Soviet  planners. 
I  The  1946  plan  for  coal,  for  example,  was  fulfilled: 
I  although  the  Asiatic  coal  mines  fell  short  of  their 
target  by  3  per  cent,  the  European  mines,  now  pro- 
I  10.  Prafda,  March  1947. 

I  n.  hirstia,  April  i,  1947:  New  Yorl{  Times,  April  i,  1947. 


lOI 

ducing  half  of  Russia’s  coal,  produced  5  per  cent 
more  than  was  planned.'^ 

To  remedy  the  present  lack  of  certain  raw  ma¬ 
terials  urgently  needed  in  industry,  the  Soviet  gov¬ 
ernment  in  1947  announced  a  drive  to  tap  the  coun¬ 
try’s  mineral  wealth."*  According  to  this  an¬ 
nouncement,  “more  than  eight  hundred  expedi¬ 
tions,  involving  some  60,000  scientists,  engineers, 
technicians  and  workers  fitted  out  with  the  most 
up-to-date  equipment,  will  be  engaged  in  the  work 
on  a  territory  stretching  from  the  69th  parallel  on 
the  Kola  Peninsula  to  the  40th  parallel  in  the 
mountains  of  the  Greater  Gissar  mountain  range 
in  Tajikistan,  and  from  the  island  of  Sakhalin  to 
the  Transcarpathian  region  of  the  Ukraine.”  Ex¬ 
ploratory  drilling  is  to  be  carried  out  in  various 
parts  of  the  country  in  search  of  unprospected  re¬ 
serves  of  coal,  nonferrous  metals,  iron  ore,  mica, 
lignites,  and  so  on.  The  prospecting  program  is 
designed  to  look  beyond  the  needs  of  the  fourth 
Five-Year  plan  to  the  ultimate  goal,  sketched  out 
by  Stalin  on  the  eve  of  the  February  9,  1946  elec¬ 
tions,  of  achieving  an  annual  output  of  50,000,000 
tons  of  pig  iron,  60,000,000  tons  of  steel,  500,000,000 
tons  of  coal,  and  60,000,000  tons  of  oil. 

Over  the  long  run,  increased  output  of  raw 
materials  would  require  rehabilitation  of  mines, 
plants  and  refineries  damaged  or  destroyed  by  the 
Germans,  and  installation  of  new  machinery.  Such 
rehabilitation,  however,  could  be  promptly  effected 
only  if  the  Soviet  government  were  able  to  obtain 
the  necessary  equipment  and  machinery  from 
abroad.  The  country’s  need  for  industrial  equip¬ 
ment  of  all  kinds  explains  in  part  Russia’s  stub¬ 
born  demand  at  the  Moscow  Conference  for  $10 
billion  worth  of  reparations  out  of  the  current 
production  of  the  western,  highly  industrialized, 
zones  of  Germany.  The  Soviet  government  has 
also  pressed  for  delivery  of  machinery  and  other 
goods  which  were  in  the  lend-lease  “pipeline,”  but 
not  yet  delivered,  on  V-J  Day  when  World  War 
II  came  to  an  end.  The  machinery  and  other  goods, 
some  built  to  Soviet  specifications,  include  oil  re¬ 
finery  equipment,  farm  implements,  tractors,  tele¬ 
phone  and  telegraph  poles  and  so  on,  and  are  valued 
at  approximately  $25  million.  The  Soviet  Union, 
like  other  recipients  of  lend-lease  material  in  the 
“pipeline”  on  V-J  Day,  had  agreed  to  pay,  on  final 
accounting,  90  per  cent  of  the  cost  of  the  material 
plus  expenses  of  transportation,  and  payment  was 
to  be  made  on  a  thirty-year  basis,  at  an  interest 
rate  of  zj'g  per  cent.  However,  the  Soviet  govern¬ 
ment’s  long-continued  reluctance  to  negotiate  a 

13.  The  Economist,  ciltd. 

133.  Information  Btdletin  (Washington,  Embassy  of  the  Union 
of  Soviet  SfKialist  Republics),  May  14,  1947,  p.  15. 
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final  lencl-lease  settlement  with  the  United  States 
aroused  growing  concern  in  Washington  and,  in 
spite  of  pleas  from  the  Department  of  State,  Con¬ 
gress  refused  to  authorize  delivery  of  the  “pipe¬ 
line”  material.’^  When  the  Soviet  government,  in 
April  1947,  made  known  its  decision  to  negotiate 
a  final  lend-lease  settlement,  this  announcement 
was  interpreted  as  a  possible  prelude  to  a  request 
for  a  substantial  American  loan.  In  negotiations  for 
a  trade  agreement  with  Britain,  Russia  is  reported 
to  have  requested  a  ^'55  million  credit  for  the  pur¬ 
chase  of  electrical  equipment  and  other  machinery. 

The  industrial  problems  of  the  U.S.S.R.  were 
bluntly  pointed  out  in  a  statement  issued  by  the 
Council  of  Ministers  on  March  i.*'^  This  state¬ 
ment  called  for  an  average  rise  in  production  norms 
of  20  to  25  per  cent — a  rise  which,  it  is  hoped,  will 
increase  per  capita  production  and  lower  labor 
costs.  All  Ministries  were  instructed  to  revise  their 
production  norms  during  March  and  April  to  as¬ 
sure  the  average  raising  of  norms  by  these  per¬ 
centages  in  all  engineering  and  manufacturing 
enterprises  and  in  auxiliary  undertakings  and 
shops.  The  Council  of  Ministers  pointed  out  that, 
in  spite  of  the  investment  to  date  of  17.5  billion 
rubles  in  capital  construction  in  the  regions  liber¬ 
ated  from  the  Germans,  including  the  Don  Basin 
(Donbas),  the  volume  of  industrial  production  in 
these  areas  in  1946  “has  not  reached  even  one 
half  of  pre-war  level.”  Industrial  deficiencies  were 
summarized  as  follows;  (i)  slow  growth  of  the 
coal  industry,  which  delays  the  development  of 
various  branches  of  heavy  industry  and  transpor¬ 
tation;  (2)  deficit  in  the  production  of  consumer 
goods;  (3)  failure  to  fulfill  the  plan  for  !■  tisins 
construction  which,  in  turn,  delays  the  organiza¬ 
tion  of  the  permanent  labor  force  and  h''’ds  back 
labor  productivity;  (4)  failure  to  open  a  number 
of  new  mines  and  ferrous  metallurgical  plants  for 
production  in  1946,  leaving  a  considerable  amount 
of  unc'^mpleted  construction  on  hand;  (5)  a  “seri¬ 
ous”  lag  in  the  production  of  electrical  equipment 
and  agricultural  machinery;  (6)  failure  to  produce 
enough  tracks  and  wheels  for  railroads,  pipes  for 
the  petroleum  industry,  and  sheet  metal  for  auto¬ 
mobiles;  (7)  a  considerable  gap  between  stocks  of 
building  materials  on  hand  and  the  national  hous¬ 
ing  requirements,  mostly  as  a  result  of  slow  devel¬ 
opment  in  lumbering. 

To  overcome  these  various  deficiencies,  the  Coun¬ 
cil  of  Ministers  set  ten  basic  tasks  before  the 
country : 

I.  An  increase  in  coal  production  to  116  per  cent 

13.  Ntw  Yor/^  Times,  February  10,  23,  1947. 

14.  Izvestia,  March  i,  1947.  For  a  summary  in  English,  sec 
New  York,  Times,  March  2,  1947. 


and  oil  production  to  118  per  cent  of  1946  as  “im¬ 
portant  conditions”  for  the  development  of  in¬ 
dustry  and  transportation. 

2.  Enormous  increases  over  1946  in  the  produc¬ 
tion  of  electrical  equipment — for  example,  hydro¬ 
electrical  turbines  432  per  cent — and  of  agricultural 
machinery.  Increases  in  agricultural  machinery, 
taking  1946  as  100,  are  to  include  tractors,  287  per 
cent;  combines,  520  per  cent;  cultivators,  233  per 
cent;  threshers,  299  per  cent. 

3.  Larger  crops  on  the  basis  of  a  greater  supply 
of  agricultural  machinery. 

4.  Development  of  the  production  of  consumer 
goods,  including  increases  in  value  of  light  and 
textile  industries  hy  27  per  cent,  shoes  by  42  per  ■' 
cent,  and  hosiery  by  73  per  cent. 

5.  Acceleration  of  mechanization,  especially  in 
the  mining,  transportation,  lumber  and  construc¬ 
tion  industries. 

6.  Development  of  cooperative  and  state  trade 
to  the  point  where  the  1947  turnover  will  be  325 
million  rubles. 

7.  A  general  increase  in  the  pace  of  construction 
and  the  restoration  of  capital  equipment,  primar¬ 
ily  in  the  fuel  industry,  electric  power  stations,  and  | 
the  textile,  ferrous  metallurgy,  machine  tool  and 
transportation  industries. 

8.  A  doubling  of  housing  construction  over 
1946,  including  an  increase  in  the  amount  of  hous¬ 
ing  to  be  built  by  industrial  enterprises. 

9.  Reduction  of  the  costs  of  production  and  con¬ 
struction,  with  the  emphasis  on  strict  economy  as  1 
a  means  of  increasing  state  income  over  current  f 
expenditures. 

10.  Further  “mastery  of  modern  technique  and 
the  equipment  of  the  armed  forces  with  the  most 
modern  weapons  and  materials.” 

GEOGRAPHIC  SHIFT  OF  INDUSTRY 

An  important  feature  of  the  fourth  Five-Year 
plan  is  its  formalization  of  the  geographic  shift 
in  industrial  development  effected  by  the  war.  This 
shift  had  already  been  under  way  before  1941  as  a 
result  of  the  government’s  decision  to  decentralize 
industry,  both  for  reasons  of  security  (since  the 
pre-1917  industrial  and  agrarian  centers  located 
in  the  Ukraine  and  the  Donbas  were  peculiarly 
vulnerable  to  enemy  attack),  and  of  accessibility 
to  their  sources  of  raw  materials.  The  fourth  Five- 
Year  plan  provides  for  reconstruction  of  industry 
in  the  devastated  area,  former  center  of  Russia’s 
industrial  production — the  Ukraine  and  the  Don¬ 
bas,  where  some  important  rebuilding  has  already 
taken  place,  notably  the  partial  restoration  of  the  i 
Dnieprostroy  dam,  blown  up  by  the  Russians  as  | 
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pan  of  their  “scorched  earth”  policy.  Reconstructed, 
as  well  as  new,  factories  will  be  equipped  with  new 
machinery,  while  machinery  removed  during  the 
war  from  this  region  to  safety  in  the  Urals  and 
other  parts  of  the  country  will  remain  where  it  is. 
Industrial  enterprises  evacuated  to  the  Urals,  the 
Volga,  Siberia,  Kazakhstan  and  the  Russian  Far 
East  will  be  permanently  located  in  these  areas, 
speeding  up  their  economic  development,  and  it 
is  planned  to  continue  the  construction  of  plants 
east  of  the  Urals.  Moreover,  the  Five-Year  plan 
calls  for  the  creation  of  industrial  centers  in  the 
north  of  European  Russia,  beyond  the  Arctic 
Circle,  where  the  Pechersk  coal  basin  is  to  become 
the  nucleus  of  a  new  coal  and  metallurgical  com¬ 
bine.*’  When  this  vast  program  of  industrial  de¬ 
centralization  has  been  eventually  fulfilled,  the 
U.S.S.R.  will  be  a  less  lopsided  country  than  in  the 
pest,  when  its  industry  was  concentrated  in  the 
West  and  South,  and  vast  regions  of  its  continental 
expanse  were  left  relatively  or  wholly  undeveloped. 

The  shift  of  industrial  production  from  west  to 
east  is  indicated  by  some  comparative  figures  col¬ 
lected  in  1947  by  the  diplomatic  correspondent  of 
The  Times  of  London.  According  to  this  estimate, 
“in  1913  little  more  than  a  tenth  of  Russian  coal 
came  from  beyond  the  Urals;  by  1936  the  propor- 

15.  A.  Yugow,  “Reconversion  and  Reconstruction  in  the 
U.S.S.R.,”  International  iMhonr  Review,  I.uiuary-February  1947, 
p.  62. 


tion  had  risen  to  nearly  a  third;  in  1940  it  was  36 
per  cent;  by  1950  it  should  be  almost  half — 47  per 
cent.  The  same  shift  is  seen  in  steel:  far  less  than 
a  fifth  in  the  early  years  of  the  revolution  the 
proportion  to  be  produced  beyond  the  Urals  by 
1950  is  to  be  51  per  cent.  And  in  spite  of  many 
delays  and  false  starts,  the  same  process  is  seen 
in  oil:  in  1913  less  than  5  per  cent  came  from  the 
eastern  areas;  in  1940  it  was  12  per  cent;  by  1950 
it  should  be  36  per  cent.  Light  engineering  and 
chemical  industries  are  to  have  their  main  bases 
even  more  securely  established  in  the  eastern 
regions.”*’^ 

EXPANSION  OF  TRANSPORTATION 
Transportation  by  rail  and  road,  although  im¬ 
proved  since  the  days  of  the  Tsars — when  inade¬ 
quacy  of  transportation  gravely  hampered  Russia 
in  the  Russo-Japanese  War  and  World  War  I — re¬ 
mains  a  bottleneck,  with  the  added  complication 
that  expanding  industry  is  placing  an  even  greater 
strain  on  the  country’s  transportation  facilities.  The 
fourth  Five-Year  plan  provides  for  development 
and  improvement  of  transport  by  road,  by  rail,  by 
water  and  by  air.  Particular  stress  is  laid  on  the 
creation  of  an  improved  railway  system,  through 
new  construction,  reconstruction  of  existing  lines, 
modernization  of  operation,  production  of  railway 

15a.  “The  Russian  Scene:  II — Work  in  New  Industrial  Re¬ 
gions,”  The  Times  (London),  May  29,  1947. 


DwnlMtRtf  ky  mnU 

Ar«a  !■»«<§*  k> 


Malar  taidutIrM  arM* 
Saeaakanr  kMualrM  < 


^  OMfiaMa  H  Caal 

9  Wbaat  £  Iran 


NEW  INDl  STRIAL  AREAS 


Reprinted  by  the  courtesy  of  the  New  York  Times 


104 

equipment,  and  accelerated  freight  handling. 

As  under  previous  five-year  plans,  the  main  em¬ 
phasis  is  on  construction  or  restoration  of  railways 
connecting  “principal  production  centers  with  each 
other  and  with  raw-material  bases.”*^  Projected 
new  lines,  totaling  4,493  miles,  are  to  include  the 
Stalinsk-Magnitogorsk  trunk  line,  now  called  the 
Southern  Siberian  trunk  line,  which  will  contribute 
to  completion  of  the  Trans-Siberian  route;  and  a 
line  from  Mointy,  northwest  of  Lake  Balkhash,  to 
Chu,  which  will  make  Karaganda  coal  available 
to  all  industrial  centers  in  Central  Asia.  The  con¬ 
struction  of  these  lines  again  emphasizes  the 
marked  eastward  shift  of  Soviet  economy.  Mean¬ 
while,  railways  in  occupied  areas  torn  up  by  the 
Germans  are  to  be  reconstructed. 

Plans  are  also  underway  to  modernize  Soviet 
railway  transport  by  various  methods,  including 
electrification,  notably  in  the  Urals  and  in  the 
Krivoi-Rog  and  Donbas  industrial  regions,  both 
in  the  Ukraine.  The  output  of  rails,  ties,  locomo¬ 
tives  and  railway  cars,  both  freight  and  passenger 
is  being  speeded,  and  tank  factories  are  being  re¬ 
converted  to  locomotive  production. 

OUTLOOK  FOR  CONSUMER  GOODS 

A  distinctive  feature  of  the  fourth  Five-Year  plan, 
as  compared  with  earlier  plans,  is  the  emphasis  it 
places  on  the  desirability  of  increasing  the  produc¬ 
tion  of  consumer  goods,  urgently  needed — as  in 
other  countries  devastated  by  war — to  raise  the 
morale  of  workers  and  peasants,  and  hence  their 
labor  productivity.  While  some  gains  have  been 
registered  during  1946  in  the  output  of  consumer 
goods  by  state  enterprises,  the  current  production 
of  such  essential  goods  as  textiles,  shoes,  and  house¬ 
hold  utensils  does  not  begin  to  meet  the  Russian 
consumer  demand  long  postponed  in  favor  of  the 
development  of  heavy  industry.  This  demand, 
moreover,  has  been  recently  sharpened  by  the  ma¬ 
terial  losses  of  the  war  and  by  contact,  on  the  part 
of  nearly  two  million  Russian  soldiers,  with  higher 
standards  of  living  in  occupied  countries.  To  sup¬ 
plement  the  production  of  state-managed  light  in¬ 
dustry,  which  is  still  the  step-child  of  Soviet  econ¬ 
omy,  the  government  on  November  9,  1946  issued 
a  decree  designed  to  expand  and  improve  the  ac¬ 
tivities  of  the  country’s  cooperatives.*^  At  the  pres¬ 
ent  time  it  is  estimated  that  there  are  18,000  con¬ 
sumer  cooperatives,  which  function  mostly  in  rural 
areas,  and  11,000  producer  cooperatives,  which  in¬ 
clude  small  workshops  and  factories.*® 

16.  Seymour  T.  R.  Abt,  “Soviet  Railways — From  the  Present 
Until  1950,”  Foreign  Commerce  Weekly  (Washington,  Depart¬ 
ment  of  Commerce),  December  28,  1946,  p.  3. 

17.  Izvestia,  November  9,  1946. 
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The  purpose  of  this  decree  is  to  assure  the  popu¬ 
lation  more  food  and  consumer  goods  at  lower 
prices,  and  to  raise  the  volume  and  character  of 
retail  trade.  Consumer  cooperatives  are  directed  to 
buy  up  food  surpluses  in  remote  villages  which,  be¬ 
cause  of  poor  transport,  have  not  been  sending  food 
to  markets  in  towns — and  for  this  and  other  pur¬ 
poses  are  allotted  the  use  of  7,000  trucks  as  a  start. 
Consumer  cooperatives  are  allowed  to  open  their 
own  shops,  booths,  and  stalls  in  urban  areas,  at 
railway  stations,  steamer  piers,  and  so  forth  and  to 
sell  “at  prices  prevailing  in  free  market  but  not 
above  the  prices  of  the  government’s  commercial 
shops”  almost  every  kind  of  food — bread,  meat, 
fish,  fats,  milk,  eggs,  and  so  on.*^ 

Producer  cooperatives  are  urged  by  the  govern¬ 
ment  to  expand  their  production  of  household 
utensils,  shoes,  hosiery,  toys  and  clothing,  and  are 
warned  to  display  greater  “initiative”  in  obtaining 
the  necessary  raw  materials  and  in  arranging  for 
distribution  of  their  output.  The  government,  for 
its  part,  undertakes  to  provide  the  producer  coop¬ 
eratives  with  the  necessary  tools  and  equipment, 
and  local  authorities  have  been  instructed  to  find 
the  requisite  technicians  and  skilled  labor  and  to 
furnish  adequate  premises.  Special  stress  is  placed 
on  the  employment  in  producer  cooperatives  of 
disabled  veterans.  Soviet  newspapers  have  expressed 
the  hope  that  this  “healthy  competition”^®  with  the 
state  on  the  part  of  producer  cooperatives  will  im¬ 
prove  the  lot  of  the  consumer,  who  in  the  past  has 
often  received  cavalier  treatment  in  state  shops, 
and  have  urged  that  retail  trade  adopt  “cultured” 
methods  in  dealing  with  customers.  Judging  by 
discussions  in  the  Soviet  press,  the  Russian  cus¬ 
tomer,  for  the  first  time  in  a  quarter  of  a  century, 
has  a  chance  of  being  recognized  as  “always  right.” 

In  spite  of  the  publicity  given  to  producer  co¬ 
operatives,  the  state-controlled  light  industries  re¬ 
main  the  principal  source  of  such  consumer  goods 
as  are  made  available  to  the  population.  For  ex¬ 
ample,  by  1950,  the  state-managed  shoe  industry  is 
scheduled  to  manufacture  240,000,000  pairs  of  shoes 
as  compared  with  the  13,500,000  to  be  manufac¬ 
tured  by  the  cooperatives  in  1947,  and  state-man¬ 
aged  textile  factories  arc  to  produce  3,738,000,000 
yards  of  cotton  fabrics  as  compared  with  29,000,000 
yards  to  be  produced  in  1947  by  the  cooperatives.^®* 

18.  Alexander  Werth,  “Russia's  New  Policy:  More  Goods  and 
Shf)ps  for  Towns,"  The  Manchester  Guardian  Weekly,  Novem¬ 
ber  22,  1946,  p.  285.  Also  “O  Kooperativnoy  Torgovle”  (About 
Cooperative  Trade),  Izvestia,  December  17,  1946. 

19.  Werth,  cited. 

20.  Sec  an  article  on  cooperative  trade  by  M.  Makarov,  Min¬ 
ister  of  Trade  of  the  RSFSR,  Izvestia,  November  17,  1946. 
20a.  “Lag  in  Consumer  Goods  Fought,"  The  Christian  Science 
Monitor,  March  8,  1947. 


FOREIGN  POLICY  REPORTS  •  JULY  I,  1947 

An  equally  important  part  in  the  government’s 
plans  to  satisfy  the  needs  of  consumers  is  played 
by  the  housing  program.  The  problem  of  housing, 
acute  “The  Whole  World  Over”  as  indicated  by 
Konstantin  Simonov’s  play  on  this  universal  sub¬ 
ject,  is  particularly  serious  in  Russia,  where  even 
before  the  war  the  building  of  homes  had  lagged 
far  behind  the  growth  of  the  population  and  had 
not  adequately  met  population  shifts  from  rural 
areas  to  urban  centers  resulting  from  intensive  in¬ 
dustrialization.  The  endless  human  conflicts  gen¬ 
erated  by  lack  of  adequate  living  quarters,  which 
are  only  now  beginning  to  harass  the  Western 
world,  have  been  a  constant  feature  of  Russian  life 
since  the  1917  revolution,  and  have  raised  many 
sociological  issues,  such  as  the  size  of  families  and 
the  advisability  of  abortion. 

As  a  result  of  large-scale  war  damage,  the  gov¬ 
ernment  is  confronted  with  the  task  not  only  of 
providing  new  homes  for  the  20,000,000  made 
homeless  by  the  war,  but  also  of  rebuilding  schools, 
hospitals,  factories  and  farms  in  the  devastated 
areas,  before  it  can  even  begin  to  plan  for  new 
housing  or  industrial  units  and  civic  institutions. 
Several  of  the  country’s  principal  cities  have  been 
partly  or  almost  wholly  destroyed — among  them 
Stalingrad,  Sevastopol,  Minsk,  Odessa,  Kiev, 
Novorossiisk,  and  Rostov — and  are  to  be  replanned 
and  in  part  rebuilt.  The  fourth  Five-Year  plan 
provides  for  the  construction  of  100,000,000  square 
metres  of  dwelling  area,  72,500,000  of  which  will 
be  built  by  the  government  under  a  central  plan, 
and  the  balance  by  factories,  housing  cooperatives 
and  individuals,^*  at  a  total  estimated  cost  of 
52,300  million  rubles — 42,300  million  to  be  used  for 
government  construction  and  housing,  and  10,000 
million  for  credits  to  individuals  and  group  build¬ 
ers.  While  this  program  seems  staggering  in  scope, 
it  has  been  estimated  that,  even  if  it  is  completed, 
it  will  not  assure  more  than  4  square  yards  per 
person  by  1950  to  the  20,000,000  citizens  left  home¬ 
less — and  before  the  war  the  population  was  in¬ 
creasing  at  the  rate  of  about  3,000,000  a  year.  At  the 
present  time,  moreover,  lack  of  cement,  bricks  and 
timber  seriously  hampers  the  housing  program. 
Efforts  are  being  made  to  supplement  the  work 
of  professional  builders  through  labor  contributed 
without  compensation  by  voluntary  “Saturday-Sun- 
day  workers”  in  various  communities,  who  concen¬ 
trate  especially  on  rebuilding  and  repairing  schools, 
and  other  structures  of  civic  importance.^^ 

PROBLEMS  OF  LABOR  PRODUCTIVITY 

One  of  the  principal  bottlenecks  in  industrial 

21.  Yugow,  cited. 

22.  Ihid.  I 
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production,  it  is  freely  admitted  by  Soviet  officials, 
IS  that  of  labor  productivity.  Like  other  countries 
in  the  process  of  transition  from  backward  agri¬ 
culture  to  an  economy  attempting  to  combine  large- 
scale  agriculture  with  intensive  industrialization, 
Russia  has  not  had,  and  in  the  immediate  future 
does  not  expect  to  have,  problems  of  unemploy¬ 
ment.  On  the  contrary,  its  problem  is  that  of  short¬ 
age  of  skilled  men  and  women  to  run  its  new  in¬ 
dustries,  mines  and  refineries.  This  problem,  which 
already  was  acute  before  the  war,  has  been  greatly 
aggravated  by  wartime  manpower  losses  (estimated 
at  between  7,000,000  and  10,000,000  men,  women, 
and  children,  divided  between  the  armed  forces 
and  the  civilian  population) ;  by  retention  of  near¬ 
ly  5,000,000  men  under  arms;^^  and  by  the  need 
to  reconvert  production  to  a  peacetime  basis,  with 
consequent  difficulties  in  transferring  labor  from 
some  sectors  of  the  nation’s  economy  to  others. 

In  attempting  to  remedy  the  manpower  shortage, 
the  Soviet  government  has  resorted  to  a  wide  range 
of  methods.  It  has  successively  demobilized  thou¬ 
sands  of  men  in  the  armed  forces,  including  troops 
occupying  the  Russian  zones  of  Germany  and  Aus¬ 
tria  and  the  Axis  satellites,  returning  them  to  work 
in  mines  and  factories  and  on  farms.  It  has  resorted 
to  the  use  of  forced  labor,  using  both  Russian  po¬ 
litical  prisoners  whose  terms  run  as  long  as  twenty- 
five  years,  and  German  war  prisoners  whose 
numbers  are  estimated  by  the  Russians  at  896,000 
and  by  Western  observers  at  between  2,000,000  and 
3,000,000.  The  Soviet  government  has  also  demand¬ 
ed  the  return  of  persons  originating  in  territories 
now  included  in  the  U.S.S.R.  from  DP  camps  in 
Germany,  and  has  contended  that  resettlement  of 
DP’s  overseas  would  deprive  Russia  of  much  needed 
manpower.  At  home  the  government  has  inaugu¬ 
rated  intensive  programs  for  the  training  of  young 
people  in  various  industrial  skills  by  establishing 
a  large  number  of  lower,  middle  and  higher 
technical  schools,  as  well  as  training  programs  in 
factories.  In  1940  it  inaugurated  a  program  calling 
for  annual  mobilization  of  1,000,000  of  14-17  year- 
olds  into  technical  and  trade  schools,  and  created 
a  Bureau  for  National  Manpower  Reserves  (re¬ 
organized  in  1946  into  the  Ministry  of  Manpower 
Reserves)  to  direct  the  training  of  these  students. 
The  fourth  Five-Year  plan  estimates  the  num¬ 
ber  of  workers  needed  by  1950  at  33,500,000,  while 
in  1946  the  number  of  workers  available  was  esti¬ 
mated  at  27,000,000 — the  figure  attained  in  1937. 

The  Soviet  government,  however,  apparently 
does  not  intend  to  increase  hours  of  labor.  Since 

23.  See  survey  oi  world’s  armed  forces  in  Neiv  York.  Times. 
May  12,  1947. 
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the  end  of  the  war  the  8-hour  day  has  been  re¬ 
stored,  and  the  number  of  overtime  hours  restrict¬ 
ed.  To  meet  the -need  for  new  manpower,  the 
government  proposes  to  draw  4,500,000  new  work¬ 
ers  from  the  villages,  1,000,000  from  the  cities,  and 
about  2,000,000  from  the  technical  schools,  and  to 
retrain  workers  to  new  skills.  Among  measures 
taken  to  shift  manpower  from  occupations  re¬ 
garded  as  less  important  to  more  important  ones 
has  been  the  effort,  reported  particularly  favored 
by  Stalin,  to  reduce  the  number  of  workers  in 
government  offices  and  to  transfer  them,  fol¬ 
lowing  retraining  at  government  expense,  to  fac¬ 
tories,  mines  and  farms.  Far-reaching  plans  have 
also  been  made  to  promote  mechanization  in  in¬ 
dustry  and  agriculture,  and  to  train  and  utilize 
disabled  veterans.  Meanwhile,  restrictions  on  the  un¬ 
supervised  transfer  of  workers  continue  in  force, 
but  eyewitness  reports  indicate  that  workers  con¬ 
tinue  to  move  from  job  to  job,  and  from  one  part 
of  the  country  to  another  in  spite  of  restrictions. 

In  addition  to  measures  designed  to  increase  the 
numbers  and  standard  of  efficiency  of  workers  in 
industry  and  agriculture,  the  government  offers 
moral  incentives  to  stimulate  individual  achieve¬ 
ment  and,  when  these  prove  ineffective,  resorts  to 
threats.  Special  measures  are  being  used  to  get 
w'orkers  now  in  relatively  “soft”  jobs  to  undertake 
hard  tasks  in  the  mines  and  on  the  farms.  For  ex¬ 
ample,  the  salaries  of  agricultural  experts  employed 
on  administrative  tasks  in  offices  will  from  now 
on  be  25  per  cent  less  than  those  of  agronomists 
w'orking  in  the  field.  Those  who  refuse  to  comply 
are  threatened  by  the  withdrawal  of  ration  cards.^^ 
Privileges  hitherto  enjoyed  by  members  of  the  gov¬ 
ernment  bureaucracy  have  been  reduced,  and  ad¬ 
ministrative  personnel,  whenever  possible,  is  being 
transferred  to  the  industrial  and  agricultural 
“fronts.”  Increased  emphasis  has  been  placed  on 
Stakhanovism.  The  policy  of  paying  workers  on 
the  basis  of  results  and  of  adopting  progressive 
piece  rates,  in  effect  since  the  inauguration  of 
Stakhanovism  in  1935,  has  been  further  extended.^^ 
Still  higher  rewards  are  being  offered  for  output 
above  the  standard  norms  which,  in  turn,  are  being 
raised.  This  means,  in  practice,  that  workers  have 
to  work  harder  in  order  to  keep  the  rate  of  pay 
they  formerly  had.  Output  below  the  new,  higher 
norms,  moreover,  is  to  be  penalized  through  de¬ 
creasing  scales  of  payment.  A  striking  change  has 

24.  “Russia’s  Economy:  A  Survey  of  its  Strength  and  Weak¬ 
ness,”  by  a  correspondent  of  The  Economist  (London),  New 
York,  Times,  April  13,  1947. 

25.  Ihid. 

26.  “Stakhanovtzy  Poslevoyennoi  Piatiletki”  (Stakhanovists  of 
the  Postwar  Five-Year  Plan),  Izvestia,  March  29,  1947. 
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also  been  made  in  the  payment  of  agricultural 
wages,  which  in  the  past  had  been  a  combination 
of  time  and  piece  work,  with  the  time  rate  being 
paid  for  the  “working  day,”  calculated  as  equal 
for  all.  The  uniform  payment  per  working  day 
has  now  been  abolished,  and  henceforth  all  agri¬ 
cultural  wages  are  to  be  calculated  on  the  basis  of 
efficiency,  thus  approximating  work  on  farms  to 
that  in  factories. 

CONCLUSION 

Information  available  from  Russian  sources  con¬ 
cerning  economic  developments  in  the  U.S.S.R. 
since  the  end  of  the  war  reveals  no  fundamental 
departure  from  the  system  of  state-controlled  and 
state-planned  economy  established  during  the  past 
quarter  of  a  century.  Practical  necessities,  however, 
have  to  some  extent  tempered  Soviet  economic 
theories  or  altered  their  concrete  application.  “Ini¬ 
tiative”  and  “competition,”  as  used  in  Soviet  termi¬ 
nology,  are  being  stressed  in  state  undertakings, 
and  in  collective  farms  and  producer  and  consumer 
cooperatives  to  an  extent  that  may  come  as  a  sur¬ 
prise  to  those  who  had  assumed  that  the  Soviet  sys¬ 
tem  would  completely  stifle  the  spirit  of  enterprise. 
The  growing  differentiation  in  economic  rewards, 
with  wages  calculated  on  the  basis  of  the  individ¬ 
ual’s  efficiency — not  his  need,  as  in  earlier  Marxist 
slogans — is  equally  surprising  to  those  who  had  as¬ 
sumed  that  the  Soviet  system  would  produce  an 
equalitarian  society.  The  geographic  decentraliza¬ 
tion  of  industry,  due  both  to  security  and  transpor¬ 
tation  considerations,  has  brought  about  increasing 
decentralization  in  administration.  Greater  empha¬ 
sis  is  placed  on  the  responsibility  of  local  govern¬ 
ment  organs  and  industrial  managers  for  fulfillment 
of  plans  laid  down  by  the  State  Planning  Com¬ 
mission,  whose  own  calculations,  in  turn,  are  based 
on  reports  of  actual  fulfillment  it  receives  from  en¬ 
terprises  throughout  the  country.  With  the  expan¬ 
sion  of  industry  and  agriculture,  the  Soviet  leaders 
are  more  acutely  aware  than  ever  of  the  need  to 
recruit  and  train  able  managers,  government  ad¬ 
ministrators  and  skilled  workers  through  intensi¬ 
fied  technical  education  and  material  compensation 
sufficient  to  create  the  highest  possible  incentive. 

Russia’s  economy  in  the  post-war  period  con¬ 
tinues  to  be  beset,  as  it  was  before  the  war,  by  the 
profound  maladjustments  of  a  society  which  is 
striving  to  pass  from  backward  agriculture  to  mod¬ 
ern  industrialization  at  maximum  speed  without 
substantial  foreign  loans.  There  appears  to  be  noth¬ 
ing  intrinsic  in  the  character  or  capacities  of  the 
Russian  people  to  prevent  them — given  capable 
managerial  and  technical  leadershi  d — from  creating 
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an  economy  comparable  to  that  achieved  by  many 
Western  countries.  At  the  present  time,  however, 
the  economy  of  the  U.S.S.R.  is  a  deficit  economy 
as  compared  with  the  surplus  economy  of  the 
United  States.  Only  when  the  U.S.S.R.  has  reached 
the  point  where  it  will  be  producing  surpluses 
above  domestic  needs — a  point  which,  in  the  opin¬ 
ion  of  competent  American  experts  will  not  be 
reached  for  some  fifty  years — will  it  stand  com¬ 
parison  with  the  economic  achievements  of  this 
country.  The  test  the  Soviet  government  faces  in 
the  immediate  future  is  whether  it  can  expand 
industrial  and  agricultural  production  under  peace¬ 
time  conditions — not  in  the  feverish  and  militant 
atmosphere  of  preparedness  for  war  which  has 
marked  the  country’s  activities  for  a  quarter  of  a 
century;  whether  it  can  not  only  create  a  base  for 
heavy  industry,  but  also  satisfy  the  consumer  needs 
of  its  vast  population  and  bring  about  a  standard  of 
living  that  would  encourage  greater  productivity, 
and  hence  further  advances  in  terms  of  human 
comfort  and  welfare. 
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The  Soviet  leaders  are  acutely  aware  of  Russia’s 
backwardness  and  wartime  destruction  as  com¬ 
pared  with  Western  nations  untouched  by  war, 
especially  the  United  States.  Their  attitude  toward 
this  country  is  characterized  both  by  envy,  and  by 
hope  that  another  major  depression  will  reduce  the 
economic  advantages  now  commanded  by  the 
American  system.^^  Moscow’s  feeling  of  envy  might 
conceivably  be  reduced  by  an  American  loan  for 
rehabilitation  of  the  economy  of  the  U.S.S.R. — 
and  Washington  observers  believe  that  the  Soviet 
government  is  no  longer  as  reluctant  as  it  was  in 
the  past  to  accept  substantial  foreign  loans.  Mos¬ 
cow’s  hope  of  an  American  depression  would  be 
most  effectively  challenged  by  determination  on 
our  part  to  make  our  own  political  and  economic 
system  succeed,  and  to  give  all  possible  assistance 
to  needy  nations,  as  proposed  by  Secretary  of  State 
Marshall  in  his  Harvard  University  address  on 
June  5. 

27.  Report  by  A.  A.  Zhdanov  at  Solemn  Session  of  Moscow 
Soviet  on  November  6,  1946,  Izvestia,  November  7,  1946. 


Wages  and  Prices  in  the  U.S.S.R. 

By  Vera  Micheles  Dean  and  O.  K.  D.  Ringwood 


In  the  U.S.S.R.  wages  and  prices  are  controlled 
by  the  government,  which  is  thus  in  a  position  to 
adjust  both  in  accordance  with  existing  political 
and  economic  requirements.  The  scarcity  of  con¬ 
sumer  goods  which  has  characterized  Russia’s 
economy  during  the  past  quarter  of  a  century  has 
been  further  aggravated  since  1941  by  near-suspen¬ 
sion  of  consumer  goods  output  in  wartime  and  by 
four  years  of  German  destruction.  Meanwhile,  dur¬ 
ing  the  war,  compensation  to  workers  in  various 
forms  was  increased,  and  special  bonuses  were 
granted  to  skilled  workers  and  specialists.  As  a 
result  there  are  today  in  the  U.S.S.R.  more  people 
with  money  they  want  to  spend  on  urgently 
needed  goods  than  there  are  goods  for  them  to 
buy.  Only  drastic  government  controls  have  pre¬ 
vented  the  inflationary  trend  latent  in  Soviet  econ¬ 
omy  from  assuming  runaway  proportions. 

The  Soviet  government  fixes  the  prices  of  all 
industrial  products  manufactured  by  state  enter¬ 
prises,  as  well  as  the  prices  of  all  agricultural 
products  delivered  by  state  and  collective  farms. 
In  this  way  the  government  is  able  to  exercise  ef¬ 
fective  control  over  the  prices  of  the  bulk  of  avail¬ 
able  basic  foodstuffs  and  manufactured  consumer 
goods.  In  spite  of  price  controls  and  reductions  in 
prices  of  foods  sold  in  commercial  stores,  prices 


since  the  end  of  the  war  have  been  kept  high 
or  have  even  been  raised.  What  is  most  significant 
is  that  the  prices  of  rationed  foods,  which  represent 
the  minimum  necessities  of  life  for  the  majority 
of  the  population,  have  been  drastically  raised. 
Prices  of  some  industrial  consumer  goods,  how¬ 
ever,  have  been  reduced.  Stringent  efforts  have 
been  made  to  keep  rents  relatively  stable,  but  any¬ 
one  seeking  to  obtain  living  space  finds  that  an 
illegal  fee  must  be  paid. 

At  the  same  time  the  government  has  given 
consumers  with  extra  cash  in  their  pockets  an  op¬ 
portunity  to  supplement  their  rations  by  purchases 
of  scarce  goods  at  high  prices — through  “free  mar¬ 
kets,’’  and  through  commercial  government  stores 
first  established  during  the  war  in  1944.  To  the 
“free  markets’’  in  the  cities  collective  farmers  can 
bring  the  produce  of  their  personal  plots  of  land — 
eggs,  pigs,  chicken,  vegetables,  rabbits — either  as 
individuals  or  as  members  of  consumer  coopera¬ 
tives.  In  the  commercial  government  stores  con¬ 
sumers  can  purchase  better  quality  clothing,  shoes, 
luxury  goods,  furniture,  radios,  perfumes,  and 
other  scarce  products.’  By  this  method  the  gov- 

I.  A.  Yugow,  “Reconversion  and  Reconstruction  in  the 
U.S.S.R.,”  International  Labour  Review,  January-February  1947, 
p.  62. 
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eminent  limits  the  size  of  the  otherwise  flourishing 
black  market,  satisfies  at  least  some  of  the  demands 
of  high-salaried  workers  and  technicians  who 
might  have  little  or  no  incentive  to  exert  special 
efforts  for  unexpendable  monetary  rewards,  and 
obtains  from, the  better-paid  groups  of  the  popula¬ 
tion  some  of  their  excess  earnings  through  the 
turnover  tax  levied  on  all  purchases. 

So  far  as  can  be  judged  from  available  informa¬ 
tion,  take-home  wages  in  the  U.S.S.R.  have  risen 
considerably  since  1938,  partly  because  of  the  in¬ 
crease  in  hourly  wages,  and  partly  because  of 
high  overtime  rates  paid  during  the  war  for  work 
in  excess  of  the  peacetime  legal  7-hour  day  for 
manual  labor  and  6-hour  day  for  intellectual  work. 
In  July  1945  the  8-hour  day  was  introduced  pend¬ 
ing  return  to  pre-war  conditions,  but  with  the  pro¬ 
viso  that  the  reduction  in  hours  of  work  should 
not  involve  any  reduction  in  nominal  wages. 
As  a  result,  it  has  been  estimated  that,  if  1938  is 
taken  as  100,  the  index  of  increase  in  nominal 
wages  is  between  165  and  175,  depending  on  cate¬ 
gories  of  work.^  Owing  to  the  continuance  of  high 
prices,  however,  and  to  various  curbs  recently 
placed  on  individuals’  purchases,  real  wages  have 
actually  undergone  a  sharp  decline. 

On  September  16,  1946  the  government  over¬ 
hauled  the  price  system  for  both  rationed  and  un¬ 
rationed  goods.  A  new  category  of  rations  at  a 
lower  level  was  established  for  dependents — ap¬ 
parently  in  order  to  get  more  people  to  go  to  work 
and  produce  more  goods.  The  prices  of  certain  es¬ 
sential  rationed  goods  were  sharply  raised  on  an 
average  of  180  per  cent  over  previous  prices — with 
the  effect  of  further  draining  off  money  in  circula¬ 
tion.  By  contrast,  prices  of  unrationed  goods  in 
commercial  government  stores  were  reduced  by 
30  to  35  per  cent.  While  the  upward  revision  of 
prices  of  rationed  goods  and  the  downward  re¬ 
vision  of  prices  of  unrationed  goods  were  intended 
to  close  the  gap  between  the  two  sets  of  prices,  the 
gap  remains  substantial.  Prices  in  commercial  gov¬ 
ernment  stores  are  still  2  or  3  times  higher  than 
in  stores  selling  rationed  goods — but  this  should 
be  compared  with  1944,  when  it  is  estimated  that 
they  were  50  times  higher.  White  bread  in  Mos¬ 
cow,  to  give  one  specific  example,  is  now  7.5  times 
more  expensive  in  commercial  stores  than  in  ra- 

2.  A.  H.  Adrian,  “Peut-on  Connaitre  le  Pouvoir  d’Achat  du 
Travaillcur  Sovi^tique?”  Cahiers  du  Monde  Nouveau,  April 
1947,  p.  41,  May-June  1947,  p.  51. 


tioned  stores.  The  government’s  announced  pur¬ 
pose  is  to  abolish  rationing  in  1947,  and  then  estab¬ 
lish  a  single  system  of  prices.^ 

COMPONENTS  OF  SOVIET  WAGES 

As  already  indicated,  the  range  of  wages  varies 
widely — “fanwisc,”  to  use  the  phrase  of  a  French 
writer"* — depending  on  the  social  value  of  a  given 
task  from  the  point  of  view  of  Soviet  economy.  To 
nominal  wages  must  be  added  payment  for  piece¬ 
work,  now  widespread  in  the  U.S.S.R.,  which  is 
calculated  on  the  basis  of  improvement  in  work¬ 
ing  skill,  saving  in  time  and  materials,  and  so  on. 
In  addition,  all  workers  receive  some  form  of  “col¬ 
lectivized  salary’’ — that  is,  various  privileges  such 
as  free  medical  services,  old-age  pensions,  maternity 
benefits,  special  grants  to  large  families  (beginning 
with  the  third  child),  free  education  in  elementary 
and  secondary  schools  and,  for  some  students,  also 
in  the  universities,  use  of  libraries,  vacations  in  gov¬ 
ernment  resorts,  and  so  on. 

Out  of  his  wages  the  worker,  in  addition  to 
payment  for  rent  and  food  for  himself  and  his 
family,  must  pay  an  income  tax;  if  he  has  no 
more  than  two  children,  a  tax  on  small  families; 
a  special  tax  if  he  is  a  bachelor  or  childless;  and 
trade  union  dues.  The  principal  tax  he  pays,  how¬ 
ever,  is  the  turnover  tax.  This  tax,  levied  on  every 
item  every  time  it  changes  hands — not  only  when 
it  is  purchased  by  a  consumer  but  when  it  passes 
from  one  enterprise  to  another  in  the  course  of 
production — yields  60  per  cent  of  the  national  rev¬ 
enue.  All  workers,  moreover,  are  expected  to  con¬ 
tribute  to  internal  state  loans,  four  of  which  were 
offered  during  the  war,  bringing  in  a  total  of  76 
billion  rubles.  In  May  1946,  in  connection  with  the 
fourth  Five-Year  plan,  the  government  launched 
a  twenty-year  loan  “for  the  restoration  and  devel¬ 
opment  of  the  national  economy  of  the  U.S.S.R.,’’ 
totaling  20  billion  rubles,  which  was  subscribed  in 
four  days.  For  interest  payments  this  loan  substi¬ 
tutes  lotteries,  to  be  held  every  year  until  1950, 
with  a  large  number  of  prizes  of  200  and  500  rubles, 
and  a  limited  number  of  prizes  between  i,ooo  and 
50,000  rubles.  Since  the  bonds  bear  no  interest, 
bondholders  who  win  no  prizes  will  lose  the 
twenty-year  interest  on  their  investment. 

3.  Report  by  A.  A.  Zhdanov  at  Solemn  Session  of  Moscow 
Soviet  on  November  6,  1946,  Iztestia,  November  7,  1946. 

4.  Adrian,  cited. 
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